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ACTION EUR- 12 

INFO OCT-01 ISO-OO AID-05 CIAE-00 COME-OO EB-07 FRB-01 

INR-07 NSAE-00 RSC-01 TRSE-00 XMB-04 OPIC-06 SP-02 

CIEP-02 LAB-04 SIL-01 OMB-01 NSC-05 SS-15 STR-04 

CEA-01 H-02 L-02 PA-02 PRS-01 USIA-15 /101 W 

088198 

R 171500Z DEC 74 
FM AMEMBASSY MADRID 
TO SECSTATE WASHDC 682 
INFO AMCON BARCELONA 
AMCON BILBAO 
AMCONSUL SEVILLA 
AMEMBASSY PARIS 
AMEMBASSY BONN 
AMEMBASSY LONDON 
AMEMBASSY BERN 
AMEMBASSY STOCKHOLM 
AMEMBASSY THE HAGUE 
AMCONSUL ZURICH 

UNCLAS MADRID 7911 

E.O. 11652: N/A 
TAGS: BEXP, SP 

SUB J : SOFICO COMPANIES SUSPEND PAYMENTS 

1. FOUR OF ELEVEN COMPANIES FORMING SOFICO GROUP, ONE OF 
LARGEST LAND DEVELOPMENT COMPANIES IN SPAIN, HAVE SUSPENDED 
PAYMENTS. SUSPENSION IS NOT BANKRUPTCY SINCE DOES NOT 
INVOLVE LIQUIDATION OF ASSETS TO SETTLE DEBTS. UNDER 
SUSPENSION COMPANIES HAVE UP TO THREE YEARS TO CORRECT 
CURRENT FINANCIAL DIFFICULTIES, UNLESS BANKRUPTCY FORCED BY 
CREDITORS. 

2. SOFICO INVERSIONES LARGEST OF SOFICO GROUP BUILDS AND 
SELLS APARTMENTS. CLAIMS BEING PRESSED MAINLY BY BUYERS 
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DEMANDING DELIVERY PURCHASED PROPERTIES. SECOND LARGEST, 
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SOFICO RENTA, BUYS AND OPERATES HOTELS. CLAIMS BEING 
PRESSED FOR PAYMENT OF DIVIDENDS DUE SHARE INVESTMENTS. 
TWO REMAINING FIRMS WITH SUSPENSIONS, SOFICO VACACIONES 
AND SOFICO SERVICIOS TURISTICOS, NOT VERY IMPORTANT. 

3. SOFICO HAS STATED THAT APPROX. $136 MILLION DEBTS 

MORE THAN OFFSET BY COMPANY ASSETS IN EXCESS $265 MILLION. 
HOWEVER, THERE HAS BEEN NO OFFICIAL STATEMENT CONCERNING 
TOTAL DEBTS AND ASSETS. SEEMS FAIRLY CLEAR THAT CLAIMS 
AGAINST SOFICO RENTA MORE THAN OFFSET BY COMPANY'S PRO- 
PERTY HOLDINGS. THIS DOES NOT APPEAR CASE WITH SOFICO 
INVERSIONES WHICH USUALLY MEETS DEBTS THROUGH SALES 
PROCEEDS. 

4. BASED ON BEST BUSINESS INFORMATION CURRENTLY AVAIL- 
ABLE EMBASSY BELIEVES FOLLOWING DESCRIBES SITUATION AND 
POSSIBLE COURSES OF ACTION FOR AMERICAN INVESTORS IN 
SOFICO; 

A. INVESTORS IN SOFICO RENTA ARE FAIRLY ASSURED SUS- 
PENSION OF PAYMENTS WILL GIVE TIME FOR COMPANY TO CORRECT 
FINANCIAL DIFFICULTIES. HOWEVER, MAY HAVE TO FOREGO DIVI- 
DENDS ON SHARES HELD FOR SOME TIME. 

B. PURCHASERS OF APARTMENTS FROM SOFICO INVERSIONES 
HAVE THREE COURSES OF ACTION ACCORDING STATUS THEIR 
PURCHASE: 

1. IF OWNER HOLD TITLE (ESCRITURA) TO PROPERTY THEN 
NO PROBLEM. HIS PROPERTY CANNOT BE LIQUIDATED SETTLE 
SOFICO'S DEBTS. 

2. IF PROPERTY PAID FOR AND DELIVERED BUT OWNER DOES NOT 
HOLD TITLE HE SHOULD IMMEDIATELY SEEK TITLE THROUGH 
PUBLIC NOTARY WHERE PROPERTY LOCATED. BEST ADDRESS IN 
ALL CASES IS, PROPERTY REGISTRY OFFICE, CAPITAL OF PROVINCE 
WHERE PROPERTY IS LOCATED: E.G. REGISTRO DE LA PROPIEDAD, 
MALAGA, SPAIN. 

3. IF PROPERTY NOT FULLY PAID FOR OR NOT YET BUILT, THEN 

IT SUBJECT LIQUIDATION SETTLE SOFICO’S DEBTS IF BANKRUPTCY 
CALLED. SUING SOFICO FOR DEVLIVEY PROPERTY COULD FORCE 
MOVE FROM SUSPENSION OF PAYMENTS TO BANKRUPTCY. 
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C. PERSONS WITH RENTAL CONTRACTS FOR THEIR PROPERTY WITH 
SOFICO VACACIONES OR SOFICO SERVICIOS TURISTICOS WILL PRO- 
BABLY NOT RECEIVE ANY PAYMENTS THIS YEAR. 

5. EMBASSY WILL CONTINUE FOLLOW THIS SITUATION CLOSELY 
AND REPORT ANY FURTHER INFORMATION. SINCE THERE ARE 
NUMBER OF AMERICAN INVESTORS IN SOFICO RESIDENT IN WESTERN 
EUROPE, EMBASSY GIVING WIDE DISTRIBUTION TO INFORMATION, 
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WOULD APPRECIATE BEING INFORMED IF INFORMATION NOT OF 
INTEREST. 

EATON 
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NNN 
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